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State of Wisconsin \  LEGISLATIVE AUDIT BUREAU

JANICE MUELLER
STATE AUDITOR

22 E. MIFFLIN ST., STE. 500
MADISON, WISCONSIN 53703
(608) 266-2818

FAX (608) 267-0410
Leg.Audit.Info@legis.state.wi.us

January 9, 2001

Co-chairs of the Joint Legidlative Audit Committee
State Capitol
Madison, Wisconsin 53702

Dear Senate Co-chair and Representative Leibham:

As part of our ongoing audits of the Wisconsin Works (W-2) program required by

S. 49.141(2g)(a), Wis. Stats., we have completed an evaluation of Wisconsin Shares, the State’s
child care subsidy program. This program, which is administered by the Department of Workforce
Development, was created by 1995 Wisconsin Act 289 to assist W-2 participants and other
low-income working familiesin paying for child care.

In fiscal year (FY) 1999-2000, approximately 33,000 families and 60,500 children participated in the
program at a cost of $191.3 million in federal and state funds. FY 1999-2000 expenditures exceeded
budgeted levels by $10.2 million, primarily because of increased program participation that was, in
part, the result of changes made in the 1999-2001 biennial budget expanding eligibility and reducing
family copayments.

From September 1997 through June 2000, monthly program participation increased by 83.5 percent,
growing from 18,671 to 34,268. It was estimated that in 1998, approximately 14 percent of eligible
children participated in the program. Given that participation ratesin severa other midwestern states
are greater than 20 percent of those eligible, there appears to be aredistic potential for continued
growth in Wisconsin if more families choose to take advantage of the program and if adequate
funding remains available. However, the extent of future growth is difficult to project based on the
newness of the program and the numerous changes made to it since its inception.

As part of the program, the Department al so administers contracts and grants designed to improve the
quality and availability of child care services. We believe that improvements in the management of
these types of grants are needed to ensure that $11.4 million in increased funding that will be provided
to local entitiesis spent appropriately. In addition, if participation increases and expenditures continue
to rise substantially, the Legislature will have to consider a variety of issues related to program
funding, eligibility, and benefits.

We appreciate the courtesy and cooperation extended to us by the Department of Workforce
Development and staff of the local agencies we visited. The Department’ s responseis Appendix 4.

Respectfully submitted,

Janice Mueller
State Auditor
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Summary

Wisconsin's child care subsidy program, Wisconsin Shares, was created
by 1995 Wisconsin Act 289 to assist Wisconsin Works (W-2)
participants and other low-income working familiesin paying for child
care. The program, which is administered by the Department of
Workforce Devel opment, replaced a number of child care subsidy
programs that had provided assi stance to low-income families but had
differing eligibility requirements and provided varying levels of benefits.
Wisconsin Shares consolidated these subsidy programs, standardized
eligibility requirements and benefits, and increased overall funding
levels with the intention of serving all eligible families who applied for
assistance.

In fiscal year (FY) 1999-2000, approximately 33,000 families and
60,500 children participated in the program at a cost of $191.3 million.
Of thistotal, $189.1 million (98.8 percent) was for subsidy payments to
providers, grants made to providers, and local program administration,
and $2.2 million (1.2 percent) was for state administration of the
program. Federal revenue funded $147.5 million, or 77.1 percent, of
program expenditures, while state general purpose revenue funded
$43.8 million, or 22.9 percent.

Program participants must be low-income individuals and must need
child care in order to participate in a W-2 employment, job search, or
training position; to maintain unsubsidized employment; to meet
Learnfare school attendance requirements; to obtain a high school or
equivalency degree; or to acquire employment skills training that
facilitates efforts to obtain employment. Eligibility for child care
subsidies was expanded by 1999 Wisconsin Act 9, the 1999-2001
Biennial Budget Act. Since March 2000, income limits for participation
have been set at 185 percent of the federal poverty level, whichis
currently $2,181 per month (or $26,178 annually) for afamily of three.
However, once enrolled, families remain eligible for the program as
long as their gross monthly incomes stay below 200 percent of the
federal poverty level, which is currently $2,358 (or $28,300 annually)
for afamily of three. Federal law requires parents to pay a portion of the
cost of care through the assessment of copayments but does not place
any requirements on the amount of these copayments. In Wisconsin, the
amount of copayments varies by income and family size but cannot
exceed 12 percent of afamily’s grossincome.

While the Department is responsible for administering the child care
subsidy and for allocating funds designated to improve the quality and
availability of child care services, local W-2 agency staff are responsible




for determining program eligibility and referring eligible families to
county human services agencies for child care assistance. County staff
are responsible for authorizing payment for child care services, assisting
individualsin identifying available child care providers, and
determining afamily’ s copayment.

There are four types of child care providers—licensed group, licensed
family, regularly certified, and provisionally certified. Differences
among them reflect differences in training, maximum provider-to-child
ratios, and maximum number of children for whom care can be
provided. Licensed group providers generally provide child careina
separate facility, whereas licensed family providers and both types of
certified providers generaly provide child carein their homes. In

FY 1999-2000, 78.2 percent of children participating in the program
were cared for by licensed providers—63.6 percent by licensed group
providers, and 14.6 percent by licensed family providers. In contrast,
regularly and provisionally certified providers cared for a combined
total of 21.8 percent of participating children. Licensed providers are
regulated by the Department of Health and Family Services, and
certified providers are regulated by county human services agencies
under rules promulgated by the Department of Workforce Development.

The Department of Workforce Development makes relmbursement
payments to providers who care for children participating in the
program. Counties are required to establish maximum reimbursement
rates based on both the type of care provided and the age of the children
for whom care is provided. Separate reimbursement rates are established
for children under 2 and children ages 2 to 12. Parents are responsible
for a copayment amount and for costs in excess of the amount the
provider is reimbursed by the State. Child care rates are set through
annual provider surveys and are based on a specific percentage or
percentile of local market rates. The Department issues payments
directly to child care providers based upon the reported attendance of
participating children.

In July 2000, 84.7 percent of Wisconsin families receiving child care
did not participate in the W-2 program, 43.5 percent had incomes below
100 percent of the federal poverty level, and 81.2 percent had children
in the program who were more than two years old. A few notable
differences exist between Milwaukee County and the rest of the state.
For example, 49.8 percent of families with incomes under 100 percent
of the federal poverty level participate in the program in Milwaukee
County, compared to 39.2 percent in the rest of the state. In addition,
while the percentage of child care subsidy recipients who also
participate in W-2 is 15.3 percent statewide, it is29.7 percent in
Milwaukee County, compared to 5.4 percent in the rest of the state.

Because FY 1996-97 was atransitional year between the prior child care
assistance programs and the current child care subsidy program, we




analyzed participation and expenditure data from FY 1997-98 through
FY 1999-2000, which is more representative of recent trends. From
September 1997—which is aso the start of the W-2 program—through
June 2000, monthly participation in the child care subsidy program
increased 83.5 percent. Expenditures increased from $114.5 million in
FY 1997-98 to $191.3 million in FY 1999-2000, or 67.1 percent. The
relative proportion of federal and state expenditures has remained
constant during this period, with federal funds covering more than

75 percent of all child care program expenditures in each of the past
three fiscal years.

Child care funding is a complex mixture of federal and state funds. To
maximize program funding, all general purpose revenue (GPR) funds
provided for the program are used to secure available federal funds.
State and federal funds are provided through one of two sources—the
Child Care and Development Fund, and the Temporary Assistance for
Needy Families (TANF) grant. Asthe program has grown, the State has
more quickly exhausted federal child care funds that do not require

a GPR match or maintenance of effort. Consequently, the State’s
reliance on TANF funds, which do require maintenance of effort using
GPR funds, has increased significantly over the past three years.

The majority of program funds, $118.6 million in FY 1999-2000, was
provided through the Child Care and Development Fund, which
includes some state funding needed to secure available federal funds. In
FY 1999-2000, Wisconsin spent an additional $72.7 million in direct
TANF funds on child care, of which $27.4 million (37.7 percent) was
GPR.

When the child care subsidy program began in FY 1996-97,
expenditures were only 50.7 percent of the program’s $99.0 million
budget. The primary reason for this underspending was lower-than-
expected participation rates. However, from FY 1997-98 through

FY 1999-2000 expenditures increased markedly, and in FY 1999-2000
they actually exceeded theinitial budget by $10.2 million. Officialsin
the Department do not yet know whether the $200.9 million included in
the FY 2000-01 budget for reimbursement of providers will be exceeded,
because program participation has not been consistently predictable.
However, an additional $9.0 million in federal discretionary funds may
be available to Wisconsin for its current fiscal year upon passage of the
federal budget for federal fiscal year (FFY) 2000-01.

Although participation in the child care subsidy program has increased
steadily sinceitsinception in 1996, not all eligible families are using it.
Some families choose to stay at home or to use relatives or neighborsto
provide child care, but others who might wish to participate find it
difficult to use the program because of its cost to them, alack of
available child care providers, and difficulty finding transportation.
Although these reasons are faced by all families seeking regulated child




care, families eligible for the program typically have fewer resources to
help them in meeting these challenges.

Copayments are based on family income, family size, the number of
children in care, and the type of care provided. Copayments are intended
to ensure that families share the financia responsibility of providing
child care. However, federal regulations require that their cost not be so
high as to prohibit individuals from using the program. Because of
concerns raised by county staff, child care providers, and child advocacy
organizations, we examined issues related to the affordability, collection,
and effects associated with child care copayments.

Although currently capped at 12 percent of gross family income, most
families' copayments are substantially lower than this amount in order
to make the program more affordable and to encourage familiesto
participate. For example, for afamily of three, copayments range from
alow of 2.9 percent to ahigh of 11.3 percent of gross family income.

In an effort to make copayments more affordable for those with unique
needs or additional financial burdens, the Legislature has provided that
families meeting specific criteria be assessed lower copayments. For
example, families that use subsidized child care for 20 hours or less per
week are assessed a copayment that is half of their share of the regular
copayment. Copayments are also set at |lower levels for teen parents and,
during the first month of employment, for W-2 participants who leave a
W-2 employment position for unsubsidized work. In addition,
copayments are not required for parents participating in the Learnfare
program or the Food Stamp Employment and Training program, and
beginning in February 2001 they will not be required for foster parents
and court-ordered kinship care parents.

The use of copayments also affects child care providers, who sometimes
find it difficult to collect copayments from parents. Providers and local
staff in county and W-2 agencies stated that it is sometimes difficult for
providers to collect copayments from subsidized families because some
families cannot afford the copayments. As aresult, some providers have
chosen to collect only a portion of the required copayment or to forego
the copayment rather than discontinue providing care. Other providers
have continued to pursue collection, but without the assistance of the
Department. Neither the Department, counties, nor W-2 agencies are
required by law to take action when copayments are not made.
Department officials believe the subsidy program helps low-income
parents gain access to the private market but that child care providers
have the responsibility to collect copayments, just as they collect
payments from families who do not receive a subsidy.

Data provided by the Wisconsin Child Care Resource and Referral
Network, a statewide organization of community-based child care
resource and referral agencies, along with our interviews of county staff,




suggest that there has been a recent increase in the supply of child care
providers. From 1997 through 1999, there were an estimated 7,400 new
child care providers in Wisconsin, creating approximately 64,600 new
child care dotsfor children. However, during the same time period an
estimated 7,100 providers ceased providing care, resulting in the loss of
approximately 58,400 child care slots. The net effect of these changes
has been an increase of 283 providers and 6,186 child care lotsin
Wisconsin from 1997 through 1999. The increase in dotsis the result of
an increase in licensed group and provisionally certified providers.
Despite the overall increase in the number of child care slots, parents
who need care for certain ages of children, such asinfants, or at certain
times during the week, such as on the weekend or during nonstandard
working hours, are likely to have difficulty finding child care.

Transportation challenges are another reason parents may choose not to
participate or to discontinue participation in the program. County and
W-2 agency staff indicate that parents who do not own automobiles and
who rely on public transportation may have increased difficulty
balancing their work and transportation schedul es with the operating
hours and locations of available child care providers.

Administrative oversight is a necessary component of maintaining an
effective child care subsidy program, especially when the program is
administered locally by more than 70 county human services and

W-2 agencies. The 12 full-time equivalent positions in the Department’ s
Office of Child Care manage efforts to maintain program data, monitor
contract compliance for on-site child care activities at W-2 agencies,
determine the effectiveness of grants awarded to increase capacity and
improve quality, and assist in the local development of quality child
care. We found the Department has implemented an effective system to
make subsidy payments; however, its efforts to manage grant programs
could be improved.

Child care expenditures exceeded appropriated funding in

FY 1999-2000, and the Joint Committee on Finance added additional
funds to the FY 2000-01 budget to address the increase in program
participation and attempt to prevent another shortfall. Although the
Department’ s 2001-03 biennial budget proposal requests an additional
$51.9 million in federal funding for the child care subsidy program, an
increase of 10 percent in the first year and 5 percent in the second year,
it isdifficult to assess whether the amount requested will be adequate to
cover program costs, primarily because it is not fully known how recent
program changes that were made to expand eligibility and reduce
copayments have affected participation.

Should participation continue to grow significantly, the Legislature will
be faced with a number of questions. First, it will need to determine the
extent to which it iswilling to appropriate additional funds, should they




be necessary, to cover expenditure increases resulting from increased
participation among eligible families.

Second, the source of any additional funds appropriated to the child
care subsidy program will have to be considered. Although most federal
funds under TANF have already been alocated by the Legislature,
some could be reallocated if child care were viewed as a higher funding
priority. In addition, rather than continue to allow local entitiesto
benefit from federal funds that are passed directly to them by the State,
the Legislature could choose to appropriate additional GPR to match
these federal funds and use this revenue to enhance the program’s
budget.

Third, rather than increase funding, the Legislature could choose to
allow counties to establish waiting lists for individuals who cannot be
served within existing budgets. This may prevent harm to those
currently enrolled in the program while limiting the amount the State
investsin child care. This approach has been used in other states.
Alternatively, the Legislature could implement changes to the program
that would require parents to contribute more toward the cost of care,
institute time limits on receipt of the subsidy, or amend eligibility
criteriato reduce the number of eligible families.

*k*k*k
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Introduction

Wisconsin's child care subsidy program, Wisconsin Shares, was created
Wisconsin Shar es assists by 1995 Wisconsin Act 289 to assist Wisconsin Works (W-2)

eligible low-income participants and other low-income working familiesin paying for child
working familiesin care. Wisconsin Shares replaced a number of child care subsidy
paying for child care. programs that had provided assistance to low-income families but had

differing eligibility requirements and provided varying levels of benefits.
In the early 1990s, funding levels for these programs were insufficient to
provide subsidiesto all families that applied for services and met
program qualifications. Consequently, families were placed on waiting
lists, with many children outgrowing the need for child care before
assistance became available. The program consolidated the various child
care subsidy programs, standardized eligibility requirements and
benefits, and increased overall funding levels with the intention of
serving al eligible families who applied for assistance.

The current child care subsidy program includes both federal and state

Federal revenue funded funding. In fiscal year (FY) 1999-2000, approximately 33,000 families
over three-quartersof the and 60,500 children participated in the program at a cost of

$191.3 million spent on $191.3 million. Of thistotal, $189.1 million (98.8 percent) was for
child carein subsidy payments to providers, grants made to providers, and local

FY 1999-2000. program administration, and $2.2 million (1.2 percent) was for state

administration of the program. Federal revenue funded $147.5 million,
or 77.1 percent of program expenditures, while state general purpose
revenue (GPR) funded $43.8 million, or 22.9 percent.

Concerns about the child care subsidy program were raised after its first
year of operation, when $50.2 million, or 50.7 percent of the program’s
total FY 1996-97 budget, remained unspent at the end of the fiscal year.
Conseguently, legislators and others questioned whether all individuals
eligible for and in need of subsidized child care were, in fact, receiving
it. Questions were raised about possible barriers to participation,
including alack of available child care openings, especialy for infants
and for children needing care during nonstandard work hours, and a lack
of transportation for parentstrying to get both their children to a child
care provider and themselves to work. Additionally, some raised
concerns about the size of the copayments parents are required to make
and the quality of child care available to low-income families. In
response to these concerns, and as part of a series of audits of the

W-2 program required by s. 49.141(2g)(a), Wis. Stats., we reviewed:




» expenditures for the child care subsidy program;

» trendsin participation rates and factors influencing
program participation;

* policies and procedures for determining and
collecting required copayments; and

» theuse of grant funds designated to improve the
availability and quality of child care services.

Thisisthe fourth in aseries of reports issued under our statutory
requirement to audit the W-2 program. The first three reportsincluded a
review of W-2 expenditures after itsfirst year (report 99-3), areview of
the Food Stamp program (report 00-8), and areview of Maximus Inc.’s
administration of W-2. Additional information on the performance of
the W-2 agencies will be included in a subsequent report.

In conducting this evaluation, we interviewed officials and staff of the
Department of Workforce Development, counties, and W-2
administrative agencies. In addition, we conducted a telephone survey
of 100 child care providers throughout the state, analyzed program
expenditures, reviewed state policies and procedures, collected and
analyzed data on program participation, and reviewed the Department’s
efforts to increase program participation.

Program Eligibility

To receive achild care subsidy, a parent or other adult must need child
carein order to:

» participate in aW-2 employment, job search, or
training position;

e maintain unsubsidized employment;
* meet Learnfare school attendance requirements;
» obtain ahigh school or equivalency degree; or

» acquire employment skills training that facilitates
efforts to obtain employment.

Program participants must also meet both nonfinancial and financial
eligibility requirements for the child care subsidy program. Nonfinancial
eligibility criteriarequire an individual to:

10



In July 2000, 46.1 percent
of W-2 participants
received subsidized

child care.

* beaUnited States citizen or aqualifying alien at
least 18 years of age;

» beacustodial parent, aKinship Care provider, a
foster parent, or an adult acting in the place of a
parent who is providing care to a child under
13 years of age or a child with special needs under
19 years of age; and

» fully cooperate in efforts to establish the paternity of
the dependent child and to obtain support and other
payments.

In July 2000, 46.1 percent of W-2 participants participated in the child
care subsidy program, but 84.7 percent of those receiving the subsidy
were employed low-income individuals not participating in W-2.

Federal law gives states flexibility in setting income eligibility and
family copayments for the program. According to federal law, income
can be no greater than 85 percent of median state income, which in
Wisconsin is $3,408 per month, or $40,891 annually, for afamily of
three. Federal law also requires families to help fund the cost of child
care through a copayment but does not stipulate the amount that should
be assessed.

Wisconsin has chosen to establish eligibility for program services based
on the federal poverty level. Since March 2000, families' gross monthly
incomes at enrollment must be no higher than 185 percent of the federal
poverty level, which is currently $2,181 (or $26,178 annually) for a
family of three. However, once enrolled, families remain eligible for as
long as their gross monthly incomes stay below 200 percent of the
federal poverty level, which is currently $2,358 (or $28,300 annually)
for afamily of three. Exceptions are made for foster parents and
families caring for court-ordered Kinship Care children, who are eligible
if the child’ s birth parent has gross monthly income under 200 percent
of the federal poverty level.

According to a July 2000 report from the State Policy Documentation
Project—ajoint project of two national research organizations to track
state policy choices on federal programsto aid needy families—

23 states have income eligibility requirements that are more restrictive
than Wisconsin’s. However, we found that Wisconsin’sincome
eligibility requirements are comparable to those of six other midwestern
states, as shown in Table 1.
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Tablel

Child Care Subsidy Programsin Midwestern States*

July 2000
Maximum Maximum
State Monthly Income  Annua Income
Minnesota $3,525 $42,300
Ohio 2,181 26,178
Wisconsin 2,181 26,178
Michigan 2,172 26,064
[llinois 1,818 21,816
Indiana 1,686 20,232
lowa 1,651 19,812

* |ncome limits are for afamily of three.

It should be noted that 1999 Wisconsin Act 9, the 1999-2001 Biennid

In 1999, the L egidature Budget Act, resulted in expanded program eligibility in Wisconsin. For
expanded program example:
eigibility and reduced
copayments. » initial income eligibility was increased from
165 percent of the federal poverty level to
185 percent;

* an asset test for determining income eligibility was
eliminated;

* requirements to count child support payments and
income of dependents as income when determining
eligibility were eliminated;

» digibility was expanded to include disabled children
between the ages of 13 and 18;

*  maximum copayments were reduced from
16 percent of gross family income to 12 percent; and

» copayments for children in child care for 20 hours or
less per week were reduced by one-half.

No current data are available on the child care subsidy program
participation rates among the states. However, the federal government
estimated that during 1998, 13.6 percent of eligible children participated
in the subsidy program in Wisconsin. Participation rates for 28 other
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states were higher. In fact, 11 states were estimated to have participation
rates of 25 percent or more. Table 2 shows participation rates for
surrounding midwestern states.

Table 2

Percentage of Eligible Children Participating in Child Care Subsidy Programs
April through September 1998

Estimated Percentage of

State Eligible Children Participating
[llinois 27.1%
Michigan 24.6
Ohio 23.8
Wisconsin 13.6
lowa 11.6
Minnesota 10.1
Indiana 6.4
National average 15.5%

Program Administration

Federal rules governing the child care subsidy program require the
Department to:

» ensurethat al agencies administering the program
operate according to established state and federal
reguirements;

* oversee the appropriate expenditure of funds;

* monitor programs and services; and

» determine the basic use and priorities for the
expenditure of funds.

According to state statutes, local W-2 agency staff are responsible for
determining program eligibility and referring eligible families to county
human services agencies for child care assistance. County staff are

13



The Department
administersgrantsto
improvethe quality and

availability of child care.

Regulated child care
providersareeither
licensed or certified.

responsible for authorizing child care services, assisting individuals in
identifying available child care providers, and determining copayments.
In addition, each year counties must set maximum reimbursement rates
for care provided and certify child care providers within their boundaries.

In the majority of counties, county staff administer both W-2 and the
child care subsidy program. However, in Milwaukee County, five private
agencies administer the W-2 program, while county staff determine
eligibility and issue authorizations for the child care program through a
contract with the W-2 agencies. For the remaining ten countiesin which
private agencies administer W-2:

» county staff determine eligibility and issue
authorizations in two counties;

» W-2 agency staff determine eligibility and issue
authorizations in two counties; and

* responsihilities are divided between the W-2 agency
and the county in six counties.

The Department is responsible not only for administering the child care
subsidy but also for alocating approximately $2-3 million annually in
grants that have been designated to improve the quality and availability
of child care services. The Department directly administers several of
these grants and has contracted with 17 nonprofit child care resource
and referral agencies across the state to administer others.

Types of Regulated Providers

There are four types of child care providers—licensed group, licensed
family, regularly certified, and provisionaly certified. As shown in
Table 3, differencesin provider types reflect differences in training,
maximum provider-to-child ratios, and the maximum number of
children for whom care can be provided. For example, licensed
providers are required to receive more training than certified providers.
In addition, licensed group providers are allowed to care for an
unlimited number of children as long as they follow the prescribed
space requirements, provider-to-child ratios, and group maximums.
Providers caring only for their relatives are reimbursed at the
provisionally certified rate. Appendix 1 provides additional information
on provider-to-child ratios in Wisconsin.

14



Table 3

Comparison of Key Requirementsfor Regulated Child Care Provider Types

Maximum

Type of Provider Provider Training Continuing Education Provider/Child Ratio

Licensed group Post-secondary 25 hours per year if Varies by age of child—
education courses and provider works more 1:4 for infantsto 1:18
80 working days of than 20 hours per week;  for children 6 years and
experience as afull-time 15 hours per year if older. Maximum
assistant child care provider works 20 hours  number of children per
teacher, or 120 working  per week or less group varies by age of
days as a half-time children
assistant child care
teacher

Licensed family 40 hours or 3 credits, 15 hours per year 1:8, depending on age
plus 10 additional of children; maximum
hoursif caring for of 8
infants/toddlers

Regularly certified 15 hours Not required by State; 1:6, depending on age

countiesand tribesmay  of children; maximum
requireupto 5 hoursper of 6

year
Provisionally certified*  None None 1.6, depending on age
of children; maximum
of 6

* Certified providers caring only for relatives are reimbursed at the rate for a provisionally certified provider.

Licensed group providers generally provide child carein a separate
facility, whereas licensed family providers and both types of certified
providers generally provide child carein their homes. Licensed and
certified providers must meet similar requirements related to the size of
the child care site, its furnishings, available outdoor space, and the
meal s and snacks provided. In addition, all providers must pass crimina
background checks conducted by state or county officials, and each
child care site must pass an inspection. Licensed providers are inspected
annually, and most certified providers are inspected either annually or
once every two years, based on individual county policy. Licensed
providers are regulated by the Department of Health and Family
Services, and certified providers are regulated by county human services
agencies under rules promulgated by the Department of Workforce
Development.
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In FY 1999-2000, licensed
group providers cared
for 63.6 percent of
participating children.

Asshown in Table 4, 78.2 percent of children participating in the
program were cared for by licensed providers—63.6 percent by licensed
group providers, and 14.6 percent by licensed family providers. In
contrast, certified providers cared for 21.8 percent of participating
children.

Table4

Providersand Children Participating in the Program

Type of Provider

FY 1999-2000

Number of Percentage of
Number of  Percentage Children Children
Providers of Providers Participating Participating

Licensed group
Licensed family
Regularly
certified
Provisionally
certified
Unregul ated*

Totd

1,694 233 38,478 63.6%
1,680 231 8,833 14.6
2,883 39.6 10,851 17.9
937 129 2,360 3.9
81 11 14 <0.1

7,275 100.0% 60,536 100.0%

* Program participants are allowed to use an unregulated child care provider on a short-term
basis when an emergency, such as a child or provider with atemporary illness, prevents the
child from being cared for by his or her regular provider.

Provider payments
consist of state and
federal subsidiesand
afamily copayment.

Provider Payment

The Department makes reimbursement payments to providers who care
for children participating in the program. Families are responsible for
paying any provider charges that exceed the reimbursement levels
approved by the State, as well as required copayments. Counties are
required to establish maximum reimbursement rates based both on the
type of care provided and the age of the children for whom careis
provided. Separate reimbursement rates are established for children
under 2 and children ages 2 to 12. Child care rates are set through annual
provider surveys and are based on a specific percentage or percentile of
local market rates. In general:
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+ licensed group and licensed family maximum rates
are set at the 75" percentile of local market rates;

« regularly certified rates are set at 75 percent of either
the weekly maximum or the hourly rate established
for licensed family care; and

« provisionally certified rates are set at 50 percent of
either the weekly or the hourly rate established for
licensed family care.

Reimbursement rates can vary substantially from county to county
depending on the nature of the child care market. Hourly rates for the
ten counties with the highest and lowest rates are shown in Table 5.
No comprehensive information is collected on how provider charges
statewide compare to state reimbursement rates. The 2000
reimbursement rates that have been established for all counties are
provided in Appendix 2.

Countieswith
Highest Rates
Dane

Milwaukee
Waukesha

Outagamie
Racine

Countieswith
Lowest Rates
Vernon

Adams
Juneau
Jackson
Buffalo

Table5

Range of Maximum County Reimbur sement Rates*
Hourly Rate for Children Ages 2 to 12
2000

Licensed Licensed Regularly Provisionally
Group Provider Family Provider Certified Provider  Certified Provider

$5.50 $6.07 $4.55 $3.04
5.47 5.00 281 1.88
5.17 4.29 3.75 2.50
4.67 417 3.13 2.09
4.60 4.00 3.00 2.00
$2.43 $2.50 $1.88 $1.25
2.40 3.38 2.54 1.69
2.37 2.25 1.68 1.12
213 2.19 219 1.46
2.00 250 1.88 1.25

* Including required family copayments.
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The Department makes
provider payments based
upon reported
attendance.

The majority of

familiesreceiving the
child caresubsidy are
not W-2 participants.

The established maximum county reimbursement rate is increased by
10 percent for providersthat are accredited. Accredited providers are
verified once every three years for meeting quality-of-care standards
established by one of several national organizations. Accreditation
review generally includes observation to determine whether child care
providers meet competency standards established by the accrediting
organization. The process may also include interviews with and testing
of providers, assessing parental opinions through questionnaires, and a
self-study process for providers. Licensed group and licensed family
providers can obtain accreditation from the National Association for the
Education of Young Children. Licensed and certified providers can earn
achild development associate credential through the Council for Early
Childhood Professional Recognition, anational child care accrediting
organization.

The payments that the Department of Workforce Devel opment issues
directly to child care providers are based upon reported attendance
figures. Child care providers submit biweekly attendance reports to
counties, which record the data onto the Department’ s payment system.
The Department generally issues reimbursement checks within

one week of receiving attendance data.

As noted, family copayments are also a part of the anticipated payment
for child care providers. Copayments for each participating family are
determined by county caseworkers in accordance with a copayment
schedule created by the Department. Copayments vary by family
income, family size, number of children in care, and type of provider. In
general, the copayment amount per child isless for those with lower
incomes, those with larger families, and those choosing certified rather
than licensed care. Although most families are required to be assessed a
copayment, parents participating in the Learnfare program or the Food
Stamp Employment and Training program are exempt from this
obligation. In addition, beginning in February 2001, foster parents and
court-ordered Kinship Care parents will also be exempt from the
copayment requirement.

Program Participation

As shown in Table 6, which provides a one-month profile of child care
subsidy recipientsin July 2000, the majority of Wisconsin families
receiving child care subsidies do not participate in the W-2 program and
have children in the child care program who are more than two years old.
A few notable differences exist between Milwaukee County and the rest
of the state. For example, 49.8 percent of families with incomes under
100 percent of the federal poverty level participate in the program in
Milwaukee County, compared to 39.2 percent in the rest of the state. In
addition, while the percentage of child care subsidy recipients who also
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participate in W-2 is 15.3 percent statewide, it is29.7 percent in
Milwaukee County, compared to 5.4 percent in the rest of the state.
Appendix 3 provides information on child care participation levels for all

counties in July 2000.

Table 6

Profile of Child Care Subsidy Recipients

July 2000

Milwaukee Balance
County of State

Family Income

Lessthan 100 percent of poverty level 4,066 4,660
101-185 percent of poverty level 3,937 6,944
Over 185 percent of poverty level 161 289

Total 8,164 11,893

W-2 Participation

Families participating in W-2 2,426 639
Families not participating in W-2 5,738 11,254
Tota 8,164 11,893

Age of Children

Lessthan 1 1,237 1,390
1-2 1,899 2,298
2-6 7,343 9,983
Over 6 5,381 6,716

Total 15,860 20,387

Ethnicity of Children

White 1,299 11,664
Black 9,671 2,365
Unknown 3,790 4,745
Hispanic 871 635
American Indian 56 491
Asian or Pecific Islander 133 388
Other 40 99

Tota 15,860 20,387

Total

8,726
10,881
450

20,057

3,065
16,992

20,057

2,627
4,197
17,326
12,097

36,247

12,963
12,036
8,535
1,506
547
521
139

36,247

Percentage
of Total

43.5%
54.3
22

100.0%

15.3%
84.7

100.0%

7.2%
11.6
47.8

_ 334

100.0%

35.8%
33.2
235
4.2
15
14
_ 04

100.0%
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Teenagerswith children
cannot participate if their
parentsdo not apply for
the program.

In July 2000, 130 families participating in the child care subsidy
program had teen parents who were attending high school or equivalent
programs;, 77 of these families were from Milwaukee County, and

53 were from the balance of the state. These 130 families represented
less than 1.0 percent of all families participating in the child care
subsidy program. Nevertheless, severa local agenciesindicated that
teenagers with children may have difficulty getting access to the
program because their parents are unwilling to apply—a program
requirement for those under the age of 18. School officials are
concerned that teenagers' difficulty in obtaining a child care subsidy
may hamper their ability to remain in school. No data currently exist on
the number of teenagers who have dropped out of school as aresult of
difficulty in obtaining the child care subsidy.

*k*k*k
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_____________________________________________________________________________________________________________|
Program Expenditures

Funding for the child care subsidy program is provided through a
complex mixture of federal and state revenue sources that are provided
through two programs: the Child Care and Development Fund and the
Temporary Assistance for Needy Families (TANF) grant. Although
expenditures were much lower than budgeted amounts during the
program’ sfirst year, expenditures have increased markedly in every
year since FY 1996-97. As aresult, expenditures exceeded budgeted
amounts by $10.2 million in FY 1999-2000 and, in July 2000, the
Legidature increased expenditure authority by $24.3 million to avoid
another shortfall in FY 2000-01. Given the program’ s growth,
expenditures for the 2001-03 biennium are projected to continue to
increase.

Program Expenditures

From FY 1996-97 through FY 1999-2000, overall program expenditures
increased from $50.2 million to $191.3 million. Because FY 1996-97
was atransitional year between the prior child care assistance programs
and the current child care subsidy program, we analyzed participation
and expenditure data from FY 1997-98 through FY 1999-2000, which
are more representative of recent trends.

From September 1997—which is also the start of the W-2 program—

Expendituresincr eased through June 2000, monthly participation by children in the child care
from $114.5 million in subsidy program increased 83.5 percent, growing from 18,671 to

FY 1997-98 to 34,268. As shown in Table 7, expenditures increased from

$191.3 million in $114.5 million in FY 1997-98 to $191.3 million in FY 1999-2000,

FY 1999-2000. or 67.1 percent. The relative proportion of federal and state expenditures

has remained constant during this period, with federal funds covering
more than 75 percent of all child care program expenditures in each of
the past three fiscal years.
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Table7

Program Expenditures

(millions)
Federa State GPR Total Percentage
Expenditures Expenditures Expenditures Change
FY 1997-98 $ 88.0 $26.5 $114.5 —
FY 1998-99 151.5 27.6 179.1 56.4%
FY 1999-2000 1475 438 191.3 6.8

The largest portion of program expendituresis for reimbursements made
directly to child care providers. As shown in Table 8, these expenditures
were 71.0 percent of total expendituresin FY 1998-99 and 81.5 percent
in FY 1999-2000, the only two years for which these data were
available. Other program expenditures include grants to local entities for
improving the quality and availability of child care services, and local
and state administration expenditures.

Table 8
Program Expenditures by Type
(millions)
FY 1998-99 FY 1999-2000
Percentage of Percentage of

Type of Expenditure Expenditures Total Expenditures Total
Provider reimbursements $127.2 71.0% $156.1 81.5%
Grants and local administration 447 25.0 33.0 17.3
State administration 7.2 4.0 2.2% 1.2

Totd $179.1 100.0% $191.3 100.0%

* Does not include $5.1 million for the child care subsidy program’s portion of the Department’s computer system
costs allocated to a different TANF account beginning in FY 1999-2000.
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The State’' sreliance on
TANF funds has
increased significantly

over the past threeyears.

As noted, child care funding is a complex mixture of federal and state
funds. To maximize program funding, GPR funds are appropriated to
secure available federal funds. Table 9 shows the relative proportion of
funding from each of the two funding sources—the Child Care and
Development Fund and TANF—that finance the child care subsidy
program. As the program has grown, the State has more quickly
exhausted federa child care funds that do not require a GPR match or
maintenance of effort. Consequently, the State’ s reliance on TANF
funds, which do require maintenance of effort using GPR funds, has
increased significantly over the past three years.

Funding Program

Child Careand

Development Fund
TANF funds transferred*

Subtotal

Direct TANF funds
Total

Table9
Comparison of Program Expenditures
(millions)
FY 1997-98 FY 1999-2000
Proportion of Proportion of
Expenditures Total Expenditures Total
$100.9 88.2% $74.5 38.9%
115 10.0 44.1 231
$112.4 98.2% $118.6 62.0%
2.1 1.8 72.7 38.0
$114.5 100.0% $191.3 100.0%

* Represents TANF funding transferred directly into the Child Care and Devel opment Fund.

The majority of program funds, $118.6 million in FY 1999-2000, was
provided through the Child Care and Development Fund, which
includes some state funding needed to secure available federal funds.
The federal government created the Child Care and Devel opment Fund
in 1996 to consolidate multiple federal child care funding programsin
order to simplify program administration. Before 1996, federal funding
for child care was provided through a number of child care assistance
programs for low-income families, including Aid to Families with
Dependent Children (AFDC) child care entitlements, Transitional Child
Care, At-Risk Child Care, and the Child Care and Development Block
Grant.
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Wisconsin spent

$72.7 million in direct
TANF fundson child
carein FY 1999-2000.

The Child Care and Development Fund has both discretionary and
entitlement funding. A state receives discretionary funds based on its
share of children under the age of five, its share of children receiving
free or reduced-priced lunches, and its per capitaincome. Thereisno
matching requirement for discretionary funds.

Entitlement funds are alocated to states in two parts. First, each state
receives afixed amount based on the amount of funding it received
previously under its AFDC-funded child care programs. States are not
required to match this portion of their entitlement funds. Second, after
theinitial distribution of entitlement funds, any remaining funds are
distributed according to each state' s share of children under age 13.
However, the second distribution of entitlement funds requires states
to use GPR to meet maintenance-of-effort and matching requirements.

Finally, federal rules also alow statesto transfer a portion of their total
TANF revenue to the Child Care and Development Fund. Once
transferred, these funds lose their TANF designation and are considered
part of the Child Care and Development Fund. Because of the manner in
which federal funds are recorded, it is not possible to determine the
amount of federal funds that was obtained on the basis of state GPR or
the amount that was provided strictly as grant funds. However, in

FY 1999-2000 Wisconsin’s Child Care and Development Fund
expenditures—including a TANF transfer and state GPR—totaled
$118.6 million, of which approximately $58.0 million (48.9 percent) was
either federal discretionary or entitlement funds.

States may also spend TANF revenue directly on child care programs
without first transferring funds to the Child Care and Development Fund.
In FY 1999-2000, Wisconsin spent $72.7 million in direct TANF funds
on child care, of which $27.4 million (37.7 percent) was GPR. In
addition to allowing TANF fundsto be transferred into the Child Care
and Development Fund and spent directly on child care, federal law also
provides that TANF funds may be used for any purpose that had been
allowable under AFDC, the emergency assistance program, or the Job
Opportunities and Basic Skills Program.

TANF funding has aso been used for broader purposes in Wisconsin
and other states, because federal law is broadly worded and permits
states to spend TANF funds in any manner that is reasonably calculated
to accomplish the purposes of the TANF program, including:

» providing assistance to needy families so children
may be cared for in their homes or in the homes of
relatives;

» ending dependence on government services by
promoting job preparation, work, and marriage;
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In FY 1999-2000,
program expenditures
exceeded the budget by
5.6 per cent.

» preventing and reducing the incidence of out-of-
wedlock pregnancies; and

e encouraging the formation and maintenance of
two-parent families.

In July 2000, as part of as. 16.54, Wis. Stats., funding request related to
the approval of federal child care block grant funds, the Governor
requested and the Joint Committee on Finance approved a new two-year
program that will allow the State to claim an additional $26.0 millionin
federal Child Care and Development Fund revenues that were not
initially claimed because of inadequate GPR match. The additiona
federal funds will be claimed by certifying local child care expenditures
that are eligible to match federal funds and that, rather than being used
to fund the State’ s child care costs, will be provided directly to counties
and local entities such as cities and school districts for child care related
services. These funds were first released in October 2000.

Program Budgets

As noted, when the child care subsidy program began in FY 1996-97,
expenditures were only 50.7 percent of budgeted levels. The primary
reason for this underspending was lower-than-expected participation
rates. However, as shown in Table 10, from FY 1997-98 through

FY 1999-2000 expenditures increased markedly, and in FY 1999-2000
they actually exceeded theinitial budget by $10.2 million.

FY 1997-98
FY 1998-99
FY 1999-2000

Table 10

Comparison of Program Expendituresto Budgets

(millions)

Expendituresas a

Program Budget Program Expenditures  Percentage of Budget

$161.5 $114.5 70.9%
181.8 1791 98.5
181.1 191.3* 105.6

* The Legidature has granted the Department authority to exceed its established budget provided
it remains within 10 percent of the established budget and sufficient unspent TANF funds remain
to cover these expenditures.
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In July 2000, the Governor requested $9.7 million in additional
expenditure authority to cover the FY 1999-2000 child care subsidy
program budget that had been exceeded, as well as $12.4 million to
cover a potential shortfall in FY 2000-01. The Legislature’ s Joint
Committee on Finance approved this request and provided an additional
$11.9 million to be placed within the Department’ s appropriation to fund
additional child care costsin FY 2000-01, if needed. Officialsin the
Department do not yet know whether the $200.9 million included in the
FY 2000-01 budget for reimbursement of providers will be exceeded,
because program participation has not been consistently predictable.
However, when the federal budget for federal fiscal year (FFY) 2000-01
is passed, an additional $9.0 million in federal discretionary funds may
be available to Wisconsin for FY 2000-01.

Officialsin the Department note that families choose to enter or leave
the program for a number of reasons, making it difficult to accurately
estimate participation rates. Although participation has increased
substantially in recent years, concerns remain about possible barriers to
participation for W-2 participants and other |ow-income working
families. Therefore, we analyzed the factors that appear to most directly
influence program participation.

*k*k*k
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_____________________________________________________________________________________________________________|
Factors Affecting Program Participation

Although participation has increased substantially since 1996, not all
eligible families are using the program. Some families choose to stay at
home or use relatives or neighbors to provide child care, but others who
might wish to participate find it difficult to use the program because of
its cost to them, alack of available child care providers, or difficulty
finding transportation. Although these reasons are faced by all families
seeking regulated child care, low-income families eligible for the
program typically have fewer resources to help them meet these
challenges. We identified a number of reasons why families do not
participate in the child care subsidy program, including the size of their
copayments, the availability of regulated child care, and access to
transportation.

Copayments

Copayments are intended to ensure that families share the financia

Participating families responsibility of providing child care. However, federal regulations also
are expected to share require that the cost not be so high as to prohibit individuals from using
the cost of child care the program. Because of concerns raised by county staff, child care
through copayments. providers, and child advocacy organizations, we examined issues rel ated

to the affordability, collection, and effects associated with child care
copayments. It isimportant to note some child care providers may
collect fees in addition to copayments for items such as transportation,
field trips, and arts and crafts, or because their rates exceed the
maximum reimbursement rate for the county. However, no data have
been collected centrally on these fees. Therefore, they are not included
in our analysis of copayments.

Size of Copayments

Copayments increase as afamily’ sincome rises and, as noted, program

Wisconsin generally eligibility terminates when afamily’s gross monthly income exceeds
requires higher 200 percent of the federal poverty level, which is currently $2,358 for a
copayments than other family of three. Copayments in Wisconsin are established by the
midwestern states do. Department and were last revised in April 2000. As shown in Table 11,

compared to other midwestern states, Wisconsin generally requires
higher copayments.
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Table 11

Monthly Copayment Comparison*

July 2000

Income at 100% of Income at 150% of
State Federal Poverty Level  Federal Poverty Level
[llinois $206 $232
Indiana 0 129**
lowa 43 Ineligible
Michigan 59 59
Minnesota 5 53
Ohio 2 172
Wisconsin 90 189

* Dataare for afamily of three with one infant and one toddler receiving

child care.

** For families already enrolled in the program. New applicants with family

incomes at or above 143 percent of the federal poverty level areineligible
for the subsidy.

Copayments ar e often
lessthan the maximum
of 12 percent of a
family’s grossincome.

Although currently capped at 12 percent of gross family income, most
families' copayments are substantially lower than this amount. As
shown in Table 12, for afamily of three, copayments range from alow
of 2.9 percent of gross income to a high of 11.3 percent. The size of
copayments is affected by afamily’s size and income level, the number
of children receiving care, and the type of child care provided.

In an effort to make copayments more affordable for those with unique
needs or additional financial burdens, the Legislature has provided that
families meeting specific criteria be assessed lower copayments. For
example, families with children using subsidized child care for 20 hours
or less per week are assessed a copayment that is half of their share of
the regular copayment. Copayments are also set at lower levels during
the first month of unsubsidized work for W-2 participants who leave a
W-2 employment position. In addition, copayments are not required for
parents participating in the Learnfare program or the Food Stamp
Employment and Training program, and beginning in February 2001
will not be required for foster parents and court-ordered Kinship Care
parents.
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Table 12

Copaymentsfor Familieswith Income at
Different Points of the Federal Poverty Leve

Monthly Income
for Family of Three

$ 884 (75% of poverty level)
1,179 (100% of poverty level)
1,769 (150% of poverty level)
2,358 (200% of poverty level)

2000
Percentage Percentage

Estimated Monthly of Estimated Monthly of
Copayment for Monthly Copayment for Monthly
Licensed Care* Income Certified Care* Income

$ 39 4.4% $ 26 2.9%

90 7.7 60 51

189 10.7 133 75

267 11.3 198 8.4

* Egtimate based on two children in the family and 4.3 weeks in atypical month.

Despite these efforts to make copayments affordable, some county and
W-2 agency staff told us that copayments remain unaffordable and,
therefore, some parents who meet the program’ s eligibility requirements
do not participate. To determine the amount of income potentially
available to afamily for meeting its child care copayment, we compared
monthly income and expenses for atypical family participating in the
program. Such afamily consists of one adult who has two children and
afull-time job and earns $7.00 per hour, which places the family at
approximately 100 percent of the federal poverty level.

We estimated monthly expenses for the family, based upon estimates
prepared for the Education Fund of the Wisconsin Women's Network.
They include food ($325), housing ($667), and transportation ($177).
Based on an income at 100 percent of the federal poverty level, the
family’s monthly copayment would be $90. However, the disposable
income available to the family for its copayment and other needs would
vary substantially depending upon whether the parent received the
earned income tax credit and child support. Disposable income for the
copayment and other needs would be:

approximately $510 if all tax credits and child
support income were received;

approximately $200 if either the tax credits or child
support income were received; or
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Copayment collection
isnot enfor ced by the
Department.

* approximately $110 less than monthly expenses if
neither the tax credits nor child support income were
received.

Parents may, therefore, rely on relatives or neighbors who provide child
care free of charge or are willing to barter. The quality and reliability of
this care may vary substantially.

Collection of Copayments

The program’s use of copayments also affects child care providers.
Providers and local staff in county and W-2 agenciestold usthat it is
sometimes difficult for providersto collect copayments from subsidized
families because some families cannot afford the copayments. Asa
result, some providers have chosen to collect only a portion of the
required copayment or to forego the copayment rather than discontinue
providing care. Other providers have continued to pursue collection, but
without the assistance of the Department. Neither the Department,
counties, nor W-2 agencies are required by law to take action when
copayments are not made. Officialsin the Department believe their
responsibility is appropriately limited to providing funding to allow
low-income families to gain access to child care and that collecting
copayments from parents should continue to be the responsibility of the
providers.

In order to determine the extent to which providers collect copayments
and the level of difficulty associated with collection, we surveyed

100 licensed and certified providers throughout the state. Our sample
was based on the proportion of the entire provider population that each
of the four provider groups represents. It included:

*  25licensed group providers,

o 27 licensed family providers,

* 39regularly certified providers; and

* 9 provisionaly certified providers.

Table 13 provides a summary of the findings of our survey. While the
majority of providers reported that they always attempt to collect

copayments, 17 providers that we contacted reported they never try to
collect them.
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Table 13
Responsesto Provider Survey on Copayment Collection
Percentage

Number of Those
Responding Responding

Freguency of copayment collection:

Always 65 65.0%
Sometimes 18 18.0
Never 17 17.0
Percentage of families paying in atimely manner:

0 to 24 percent 12 145
25 10 49 percent 8 9.6
50 to 74 percent 12 145
75 to 100 percent 51 61.4

Difficulty in collecting copayments from subsidized as compared to
unsubsidized families:

More difficult 26 32.9

Same level of difficulty 38 48.1

Lessdifficult 15 19.0
Comparison of amount reimbursed by State with amount charged to parents:

Greater than amount charged to parents 19 20.0

Equal to amount charged to parents* 49 51.6

L ess than amount charged to parents 27 284

* Many provisionally certified providers care only for relatives; therefore, the rate they charge is often the same
asthat reimbursed by the State.

Among providers who attempt to collect copayments, some expressed
frustration with the difficulty of doing so. Among the reasons they gave
for the difficulty were:

* parents not being told by caseworkers that they owe
copayments and, therefore, not understanding their
obligation to make them;

» parents believing they should not be required to
contribute toward the cost of child care through
copayments; and
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Child care costs
increase greatly for
familieswith incomes
exceeding 200 per cent
of the poverty level.

» prospective providers not being told by caseworkers
when afamily already owes past-due copayments to
aformer provider.

When families do not make their copayments, the providers we
surveyed stated that they most often continue to care for the children
and try to set up alternate payment schedules. However, one-third of the
providers we surveyed indicated they had, on at least one occasion,
asked afamily to withdraw a child or children from their care.

We found licensed providers were much more likely than certified
providersto awaystry to collect copayments: 84.6 percent of licensed
providers alwaystry to collect copayments, compared to 43.8 percent of
certified providers. Of the providers who occasionally or never try to
collect copayments, 85.7 percent identified parents’ inability to afford
the copayment as the primary reason for not collecting it. Other reasons
given by providers for not collecting the copayment included the State’'s
reimbursement being high enough to cover all of their expenses, not
being comfortable asking parents to make their copayments, and
believing that not collecting copayments provides a competitive
advantage.

Effects of Copayments

Some local staff with whom we spoke expressed concern about the
disincentive for program participants to find better-paying jobs,
especiadly if these jobs will increase their income above 200 percent of
the federal poverty level and thereby make them ineligible for continued
program participation. For example, afamily of three with two children
would pay $267 per month in copayments under the program, but at
least $955 per month when it is no longer qualified for the subsidy
because its income exceeds 200 percent of the federal poverty level.
Although the family would also be eligible for an additional child care
tax credit of approximately $320 per year if it paid al child care costs,
its child care costs would still be approximately $8,000 more per year,
or $667 more per month, than they would have been under the child care
subsidy program.

Officialsin the Department acknowledge this issue as a disincentive

for parentsto find higher-paying jobs if the jobs will raise their incomes
beyond 200 percent of the federal poverty level. However, possible
alternatives to the current approach could also have negative effects.

For example, charging higher copayments may place an even greater
financia burden on families, while expanding program eligibility
beyond 200 percent of the federal poverty level would further increase
program costs. Because the incomes of most program participants are
currently well below 200 percent of the poverty level—only 2.2 percent
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In Milwaukee County,
school-sponsor ed
programs compete
with providersfor
school-age children.

From 1997 through 1999,
the number of child care
dotsincreased by 6,186.

had incomes above 185 percent of the federal poverty level in

July 2000—officiasin the Department believe the current copayment
structure is the most appropriate approach to balance these competing
interests.

Another effect created by the copayment structure is associated with
before- and after-school programsin Milwaukee County. Families
residing in Milwaukee County whose children are cared for by a public
school provider before or after school are assessed half the standard
copayment. This policy may encourage parents to use public school
programs rather than part-time child care offered by other providers.
While there are benefits to parents and children in using public school
programs, such as not having to transport children from school to a care
provider, some Milwaukee County providers and staff have expressed
concern with the growth of school-sponsored child care.

In FY 1999-2000, school-sponsored child care in Milwaukee served an
average of 507 children per month. In general, providing child care for
preschool children isless expensive than providing child care for
infants, primarily because the provider-to-child ratios are lower for older
children than for infants. Providers offering infant care may depend on
income from serving preschool-age children to offset the costs
associated with caring for infants. Therefore, some providers contend
that the policy regarding copayments for school programs creates
financial hardships for providersin Milwaukee County.

Availability of Regulated Care

Data provided by the Wisconsin Child Care Resource and Referral
Network, a statewide organization of community-based child care
resource and referral agencies, along with our interviews of county staff,
indicate there has been arecent increase in the supply of child care
providers. From 1997 through 1999, there were an estimated 7,400 new
child care providersin Wisconsin, creating approximately 64,600 new
child care dots for children. However, during the same time period an
estimated 7,100 providers ceased providing care, resulting in the loss of
approximately 58,400 child care slots. As shown in Table 14, the net
effect of these changes has been an increase of 283 providers and

6,186 child care dotsin Wisconsin from 1997 through 1999. The
increase in slotsis the result of an increase in licensed group and
provisionally certified providers.
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Table 14

Changein the Number of Child CareProvidersand Sots

1997 through 1999
Change Change
in Number in Number

Type of Provider of Providers of Slots
Licensed group 84 4,833
Licensed family (215) (1,823)
Regularly certified (606) (3,133)
Provisionally certified 1,020 6,309
Total 283 6,186

Milwaukee County accounted for 88.0 percent of the increase in slots
between 1997 and 1999. As shown in Table 15, the remaining 740 slots
were created in other areas of the state.

Type of Provider

Licensed group
Licensed family
Regularly certified
Provisionally certified

Totd

Table 15

Change in the Number of Child Care Slots
1997 through 1999

Changeinthe Number  Changein the Number

of Slotsin of Slotsin Changein Slots
Milwaukee County Balance of State Statewide
1,197 3,636 4,833
600 (2,423) (1,823)
338 (3,471) (3,133)
3,311 2,998 6,309
5,446 740 6,186

It can bedifficult for
parentsto find providers
to carefor infants.

Degspite the overall increase in the number of child care dots, parents
who need care for certain ages of children, such asinfants, or at certain
times during the week, such as on the weekend or during nonstandard
working hours, are likely to have difficulty finding child care. As shown




in Table 16, data provided by the Wisconsin Child Care Resource and
Referral Network indicate that 43.3 percent of licensed group providers
and 78.0 percent of licensed family providers are permitted by their
licensesto care for infants. The data also indicate that 79.1 percent of
regularly certified providers and 73.0 percent of provisionally certified
providers are permitted by their certification standardsto care for
infants. However, we were told it is likely the actual percentage of
providers providing infant care is substantially smaller because of the
higher cost of providing this type of care.

Type of Provider

Licensed group
Licensed family
Regularly certified

Table 16
Providers Approved to Provide Specialized Care
1999
Percentage  Percentage Percentage Percentage
Approved Approved Approved Approved
to Provide to Provide to Provide to Provide
Infant Care Evening Care Overnight Care Weekend Care
43.3% 3.3% 0.2% 1.4%
78.0 10.0 4.0 7.4
79.1 25.9 111 14.1
73.0 21.8 10.0 124

Provisionally certified

Lessthan 5.0 per cent of
licensed group providers
are approved to provide
evening, overnight, or
weekend care.

County and W-2 agency staff have also noted that parents working the
second or third shift, or working shifts that include weekend hours, are
likely to have difficulty finding regulated child care. Less than

5.0 percent of licensed group providers are approved to provide either
evening care, overnight care, or weekend care. Only dightly higher
proportions of licensed family providers, regularly certified providers,
and provisionally certified providers are approved to provide these types
of care.

Parents needing regulated child care for children with specia needs are
also likely to have difficulty finding it. Local agency staff can authorize
a higher reimbursement rate when emotional, behavioral, physical, or
personal needs that require more care and supervision than is usual for
the child’' s age are documented by a physician or other qualified
professional. However, no statewide information currently exists about
the number of providerswilling or approved to care for children with
special needs, although nearly every local agency we spoke with
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W-2 agenciesin
Milwaukee have
contributed fundsto
provide child care
transportation.

indicated that there is an insufficient supply of child care providers for
these children.

The provision of infant, evening, overnight, weekend, and special needs
careislow because providing these types of careis generally not
profitable for providers. All families, not just those that are subsidized,
are likely to have difficulty locating providers able and willing to
provide these types of care. Thisis aconcern both because it may limit
the ability of some W-2 participants to accept work and become
self-sufficient and because difficulty in finding appropriate care may
lead some parents to choose to use unregulated care or to leave their
children unsupervised.

Transportation Issues

Transportation challenges are another reason parents may choose not
to participate or to discontinue participation in the child care program.
County and W-2 agency staff indicate that parents who do not own
automobiles and rely on public transportation may have increased
difficulty balancing their work and transportation schedules with the
operating hours and locations of available child care providers.
Transportation obstacles are further complicated if a parent has more
than one child and uses more than one child care provider, or if achild
care provider and a parent’s employer are located some distance apart.

Local agencies provided the following examples of challenges faced by
parents without reliable automobiles:

* busrides of 90 minutes each morning and evening to
travel between home, the child care provider, and
work;

» frequent use of taxicabs when cheaper forms of
transportation are unavailable; and

* dependence on others for rides, which may not be
reliable.

In Milwaukee County, W-2 agencies have combined their resources to
develop the W-2 Child Care Transportation Project to temporarily assist
parents with these transportation challenges. The program, coordinated
by staff from YW Works, provides children with van rides from their
homesto their child care providers and back again. When the program
was implemented in June 1999, transportation services were available to
all W-2 families participating in the child care subsidy program. These
services were available for 90 days, during which time parents were
expected to work with W-2 agency staff to arrange long-term
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Familiesin rural settings
may face significant
transportation challenges.

transportation options for their families. The project was funded with
W-2 program funds contributed by each of the five W-2 agenciesin
Milwaukee County and with community reinvestment funds, which are
unexpended W-2 contract funds that must be spent on services for
low-income individuals. From June 1999 through December 1999,
approximately $666,000 was spent to provide rides to 684 children. That
amount includes the cost of van rides, agency staff, and administration.
Transportation vendors were reimbursed $4.50 per child for each one-
way trip.

Since July 2000, YW Works has relied upon a $1.5 million federal and
state grant from the Wisconsin Employment Transportation Assistance
Program (WETAP). The grant is administered by the Department to
provide funding for the YW Works child care transportation program. In
July 2000, the program was expanded by:

* including families with incomes up to 200 percent of
the federal poverty level;

* no longer limiting participation to those enrolled in
the child care subsidy program;

» providing service for up to one year, rather than
limiting it to 90 days; and

» accepting referrals for transportation services from
several community-based organizations.

Although the $1.5 million in WETAP funding was supposed to fund
services from July 2000 through June 2001, program administrators are
predicting that additional funding will be needed because of higher than
anticipated usage. YW Works indicates it may seek private foundation
funding to allow for the continued expansion of servicesin 2001.
Increased participation is, in part, the result of the programmatic
changes made to expand the program.

Finally, in rural areas of the state, families may have to travel longer
distances between home, work, and their child care providers, and those
that do not own or cannot maintain a reliable automobile may not have
access to public transportation. Because the number of families needing
transportation in any one areais much smaller in rural than in urban
areas, fewer resources have been devoted to addressing their
transportation needs.

*kk*k
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Program Management

Administrative oversight is a necessary component of an effective child
care subsidy program, especially when the program is administered
locally by more than 70 county human services and W-2 agencies. The
12 full-time equivalent positions in the Department’ s Office of Child
Care manage efforts to maintain program data, monitor contract
compliance for on-site child care activities at W-2 agencies, determine
the effectiveness of grants awarded to increase capacity and improve
quality, and assist in the local development of quality child care. We
found the Department has implemented an effective system to make
subsidy payments; however, its efforts to manage grant programs could
be improved.

Program Data and Payment System

When the current child care subsidy program began in August 1996, the
Department’ s goal was to create an efficient statewide administrative
system for processing child care assistance cases. In March 1997, the
current Child Care Payment System was established. This system allows
the State to track all child care activity, from the time an individual
appliesfor child care assistance to the time payment isissued directly to
aprovider. Counties were added to the Child Care Payment System
throughout 1997 and, with the exception of Milwaukee County, were
required to use the system by March 1998. Milwaukee County was not
required to use the system until March 1999.

Before the Child Care Payment System was implemented, counties
The Department’s Child maintained their own systems for making eligibility determinations,

Care Payment System processing child care assistance cases, and reimbursing providers. Some
hasimproved the counties reimbursed providers only once per month, which meant that a
timeliness of provider may have had to wait more than four weeks after providing

reimbur sements. care to be reimbursed. In March 1997, the Department began processing

reimbursements directly, which has improved the timeliness of
reimbursements. If providers submit biweekly attendance reportsto
counties and if counties enter these data within one week,
reimbursements can be made within two to four weeks of providing
care. Most providers with whom we spoke indicated that the current
system is an improvement over the previous one and that they have had
relatively few problems with it. However, afew providers remain
concerned with the timeliness of payments because the State makes
reimbursement payments only after care has been provided. However,
this approach is consistent with other social service programs and
provides some means of preventing fraud and abuse.
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The Department is
responsiblefor
administering several
types of grant programs
to improve the quality
of child care.

Before the Child Care Payment System was devel oped, information
about the needs and characteristics of program participants was obtained
through semiannual surveys of counties. These data were not centrally
maintained, nor were they always comparable. Maintaining participant
datain one system has allowed the Department to obtain more accurate
information about the characteristics of children and families using the
program. However, counties currently have limited access to the data,
which could alow them to analyze the composition and characteristics
of program participants, assess the effectiveness of current staffing
assignments, and project future staffing needs. The Department is
working toward enhancing the counties access to the data, which
should improve counties’ abilities to plan.

Monitoring Effortsfor On-Site Contracts

In 2000, 15 W-2 agencies, including all 5 agenciesin Milwaukee
County, were awarded contracts to provide on-site and emergency child
care at 28 sites. These contracts were made as amendments to existing
two-year W-2 contracts. The care provided under the on-site and
emergency child care contractsis temporary and available to families
who have appointments at job centers or W-2 agencies, are participating
intraining at job centers or W-2 agencies, arein need of child care
before their authorizations are issued or permanent care can be arranged,
or whose regular provider is unavailable.

As part of these contracts, the Department requires agencies to submit
annua planning documents with budget estimates and to maintain and
report attendance records. In our review of 1997-1999 contracts, we
found that in 1999, the Department reimbursed one of the W-2 agencies,
Employment Solutions, for on-site and emergency child care services
even though no annual planning document had been completed and the
agency did not adhere to contract reporting requirements. Staff turnover
was identified as the primary reason for the oversight. Given the
confusion among staff responsible for monitoring the program, we
believe enhanced contract management and additional staff training
would be prudent.

Grant Administration

Over the past four years, the Department’ s oversight responsibilities
have included administering three types of smaller child care grants to
local entities: W-2 local grants, quality improvement and staff retention
grants, and start-up and expansion grants. Under state laws, these grants
are given to organizations or providersto start up and expand child care
programs, to improve the quality of child care, or to increase staff
retention.

40



W-2 local grantscreated
8,320 child care slots
from 1997 through 1999.

In December 1996, as part of athree-year, $5.0 million initiative to
improve the availability of child care for W-2 families, $1.9 millionin
federal funding was allocated for local grantsto increase and sustain the
supply of child care for these families. Thelocal grants were
administered at the local level by 17 child care resource and referral
agencies across the state. They were intended to address needs identified
by these agencies, local W-2 agencies, child care licensors, county
human or social service departments, and quality child care consultants.

Of the $1.9 million allocated, $1.8 million was awarded in grants. The
remaining amount was used for local administration. Funds were used
for two purposes: to start or expand child care services, and to maintain
existing capacity to serve W-2 families. Eligible grantees included Head
Start agencies, public schools, child care providers, and job centers.
Between January 1997 and December 1999, the Department reports that
atotal of 8,320 child care slots were created statewide as a result of
these grants, of which:

* 1,929 dots (23.2 percent) were for infants,

e 1,271 dlots (15.3 percent) were for children needing
care during nonstandard work hours; and

o 342 dots (4.1 percent) were for children with specia
needs.

Quality improvement and staff retention grants began to be awarded by
the Department in 1992. These grants are intended to assist licensed
group and licensed family child care providersin meeting standards,
including achieving accreditation by national organizations; establishing
higher staff educational and training requirements; and establishing
personnel standards, such as providing paid leave to staff. Statutes
require providers to make a 25 percent in-kind or dollar match. As
shown in Table 17, nearly $1.3 million was awarded in quality
improvement grantsin 1999, of which $267,800 was for new grants and
nearly $1.0 million was given to continue existing grants. The average
new grant awarded during this period was $7,400 for licensed group
providers and $1,400 for licensed family providers. The average amount
awarded for continuation grants was $4,900 to licensed group providers
and $1,100 to licensed family providers.
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Table 17

Number and Value of Quality Improvement and Staff Retention Grants

1999
Number of Vaue of
Number of  Continuation Vaue of Continuation  Total Vaue
Type of Provider New Grants Grants New Grants Grants of Grants
Licensed group 34 189 $251,000 $935,000 $1,186,000
Licensed family 12 55 16,800 61,300 78,100
Totd 46 244 $267,800 $996,300 $1,264,100

Agreements between the Department and providers indicate that the

Many providers have not quality standards for many of these grants are to be met within four
met the quality standards ~ Years. Asshown in Table 18, the percentage of licensed providers who
set forth in their grants. received grants and met the standards has fallen consistently over the

past several years. In fact, less than half of licensed group providers
awarded grants between 1993 and 1995 achieved the agreed-upon
standards. In addition, for the licensed providers who received grants
during this same time period and met the standards, the summary
management information maintained by the Department does not
facilitate an assessment of whether these standards were met within the
required four-year time period or whether the grants had a positive effect
on staff retention. Officials in the Department indicate that licensed
group providers were not able to meet the high quality standards because
of problemsin retaining staff, administrator turnover resulting in delays
in understanding grant requirements, and a shortage of accreditation
validatorsin the state.

Finaly, the Department also oversees start-up and expansion grants,
which are given for one-time costs associated with increasing the
availability or supply of licensed care for infants and children up to the
age of 13. These grants are awarded to Head Start agencies, employers
who wish to provide child care services for their employees, programs
for children of student parents, providers who care for sick children, and
providers employing former or current participantsin a W-2
employment position. Grant funds may be used for staff training,
supplies, equipment, personnel costs, a portion of thefirst year’'s
operating expenses, and minor remodeling that is needed to obtain a
child care license. Statutes require providers to make a 25 percent
in-kind or dollar match for these grants.
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Table 18

Quality Improvement Grant Recipients Achieving the High Quality Standards

Licensed Group Providers

Grant Y ear*

Number of Grant Percentage of Grant
Number of Sites Meeting High Sites Meeting High
Grant Sites Quality Standards Quality Standards

1992
1993
1994
1995

Licensed Family Providers

Grant Y ear*

104 52 50%
65 31 48

124 49 40
64 10 16

Number of Grant Percentage of Grant
Number of Sites Meeting High Sites Meeting High
Grant Sites Quality Standards Quality Standards

1992
1993
1994
1995

32 29 91%
21 14 67
30 20 67
42 26 62

* We selected grants from this period because many recipients have up to four years to meet the quality standards.

Asshown in Table 19, 29 start-up and expansion grants with atotal
value of $529,100 were awarded in 1999. Between 1998 and 1999, the
number and value of grants increased, as did the number of child care
slots created. Although the Department reports that atotal of 1,735 slots
were created in 1998 and 1999, staff acknowledge that the grants’ direct
effects on child care dot creation were not examined because staff
resources were inadequate and because it would be too difficult to
separate the effects of these grants from other market factors that may
have played arole.
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Table 19

Start-Up and Expansion Grants

Number of grants awarded
Vdue of grants awarded
Number of slots created

1998 through 1999
Start-Up and Expansion Grants 1998 1999 Percentage Change
18 29 61.1%
$358,428 $529,100 47.6
787 948 20.5

The Department could improve its data collection to better determine
whether child care program outcomes meet specified grant purposes and
are the direct result of the grant funding. For example, in the
Department’ s management report that summarizes grant activity on
capacity building for the period January 1997 through December 1999,
we found missing information for at least 15 counties, including grantee
names, the type of provider, and the number of child care slots created.
Without reviewing documentation contained in individual grant files, it
was therefore not aways possible to determine for what and to whom
grant funding was awarded and what direct effect these grants had on
enhancing the quality and availability of child care.

Thetotal dollar value of the grant programs we reviewed issmall in
comparison to the amount reimbursed to providers of the child care
subsidy program. However, as noted, the Legislature created a new
two-year program in July 2000 that will provide up to $26.0 million in
federal funds directly to counties and other local entities for child care-
related services. For FFY 1999-2000, 83 counties and local entities
identified expenditures they made that allowed the State to claim

$11.4 million in federal funds. An additional $14.6 million may be
claimed in FFY 2000-01, if local child care expenditures reach budgeted
levels. Because the Department is not required to promulgate
administrative rules detailing reporting and other requirements for this
program until June 30, 2001, it will be especially important for the
Department to improve management of its grant programsin the interim
to ensure that program funds are spent appropriately. Therefore, we
recommend the Department of Wor kfor ce Devel opment work to ensure
that adequate management information is available to assist it in
determining whether stated goals or outcomes for all local grant
programs are achieved and that it develop corrective action plans for
providers who do not achieve them.
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Future Considerations

Determining the level of funding to be provided for the child care

The Department’s subsidy program will be an important issue for consideration in the
2001-03 biennial 2001-03 legidlative session. As noted, for the first time since the

budget request is program was created in 1996, child care expenditures exceeded

for an additional appropriated funding in FY 1999-2000; the Joint Committee on Finance
$51.9 million. also added funds to the FY 2000-01 budget to address an increase in

program participation and attempt to prevent another shortfall. Inits
2001-03 biennia budget request, the Department has asked for an
additiona $51.9 millionin federal funding for the child care subsidy
program, an increase of 10 percent in the first year and 5 percent in the
second year over the prior biennium’s budget, including the increased
expenditure authority approved by the Joint Committee on Financein
July 2000.

Given the large number of changes made to expand the program in
March 2000, as well as ongoing efforts to reduce barriersto
participation, it is difficult to project future participation levels with any
accuracy. Between July 1999 and July 2000, participation by families
increased 17.8 percent. Whether thisincrease will be sustained in the
future is unknown. Therefore, it is difficult to assess whether the amount
requested will be adequate to cover program costs over the next

two years.

Not only the level but also the source of any additional funds used to

Reauthorization of support the program will be an important consideration. Since

federal legisation FY 1997-98, Wisconsin has enhanced overall program funding by

in 2002 could affect relying more heavily on the TANF allocation. Both the federal Personal
funding for the child Responsibility and Work Opportunity Reconciliation Act, which created
care subsidy program. TANF, and the Child Care and Development Fund program are

scheduled to be reauthorized by Congressin 2002. Therefore, the
Legislature may wish to work with Wisconsin’s congressional delegation
in an effort to ensure that adequate federal funds are available to meet
the State’ s child care needs and that any changes made to federal
legidation continue providing states the flexibility needed to use TANF
funds for purposes that include subsidizing child care for low-income
families.

Other options the Legislature could consider include reviewing whether
other programs that have received TANF funds should continue to do so
in the future. For example, during the 1999-2001 biennium, the
Legislature budgeted:
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e $19.7 million for the Workforce Attachment and
Advancement program, which provides servicesto
low-income working familiesto assist individualsin
retaining and advancing in their employment;

¢ $15.0 million for the Early Childhood Excellence
Initiative, which isintended to develop early
childhood centers for TANF-€eligible children under
the age of five;

*  $8.3 million in community reinvestment funds
awarded through the W-2 program; and

* $7.2million for burials of TANF-funded program
participants if their estates are insufficient to pay
funeral, burial, and cemetery expenses.

Finaly, the Legislature may wish to consider the future of the local
pass-through program, which, beginning in FFY 1999-2000, allows
counties and other local entitiesto directly capture matching federal
funds for child care related services. Counties received $11.4 million
in federal matching funds based upon FFY 1999-2000 expenditures
and are expected to receive approximately $14.6 million based upon
FFY 2000-01 expenditures. For the 2001-2003 biennium, the
Legislature could choose to appropriate some or al of the GPR
necessary to receive these matching federal funds for state child care
expenditures.

If reductions in federal funding or limitations in state funding occur,
the Legidature could also consider program changes. For example,
consideration could be given to:

*  whether W-2 participants should be given priority in
receiving the child care subsidy, because they cannot
be compelled to meet W-2 work requirements if they
cannot gain access to child care for their children
who are under the age of six;

* whether families should be required to contribute
more toward the cost of child care through higher
copayments or by lowering the reimbursement the
State provides to child care providers;

» whether policies should be changed to reduce the
number of families éligible for the program; or

» whether atime limit should be placed on families
receipt of the subsidy.
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In considering which options are most appropriate, the Legislature may
wish to consider how the program compares to smilar programs in other
states. As noted, compared to the sSix midwestern states we contacted,
Wisconsin’sincome limits for its child care subsidy program were about
average, but Wisconsin had higher copayments than most states.
Therefore, options to enhance program funding or to limit participation
by increasing copayments are likely to put Wisconsin out of line with
other midwestern states.

Although other midwestern states have lower copayment requirements
and some allow families with higher incomes to participate, not all
states serve every eligible family, either because of inadequate funding
or because of alack of child care providers. Consequently, these states
have established waiting lists for familiesinterested in receiving child
care subsidies. Rather than increasing funding or making program
changes, the Legidlature could choose to alow counties to establish
waiting lists for those individuals who cannot be served within existing
budgets. This may prevent harm to those currently enrolled in the
program, while limiting the amount the State investsin child care.

*kk*k
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Appendix 1

Provider-to-Child Ratiosfor Regulated Care

When Children Under 2 Are Present When All Children Are 2 or Older
Provider-to- Maximum Number Provider-to- Maximum Number
Provider Type | Child Ratio of Children Allowed Child Retio of Children Allowed
Licensed 14 8 per group 1:6to0 1:18, From 12 per group to
Group depending on 32 per group, depending
age of children  on age of children
Licensed 1.4 5-8, depending on age* 1.8 8*
Family
Regularly 1:4 3 under the age of 7 who 1:6 3 under the age of
Certified are unrelated to provider; 7 who are unrelated to
4-6 under the age of 7* provider, and no more
than 6 unrelated to
provider*
Provisionally 1:4 3 under the age of 7 who 1:6 3 under the age of
Certified are unrelated to provider; 7 who are unrelated to
4-6 under the age of 7* provider, and no more
than 6 unrelated to
provider*

*  Provider’s own children ages 7 and older may also be present but are not included in these maximum limits.







Appendix 2

Maximum County and Tribal Reimbur sement Rates

2000

Licensed Group Licensed Group Licensed Family | Licensed Family Regularly Provisionally

Children Under 2 Children 2-12 Children Under 2 Children 2-12 Certified Hourly | Certified Hourly

Weekly Hourly [ Weekly Hourly | Weekly Hourly | Weekly Hourly | Children Children| Children Children
County or Tribe Maximum Rate [Maximum Rate |Maximum Rate |Maximum Rate [ Under2 2-12 | Under2 2-12
Adams $ 7800 $ 260|% 7200 $ 240|$12000 $ 400|$101.25 $ 338($ 300 $ 254|%$ 200 $ 169
Ashland 137.50 458 | 11250 3.75| 105.00 3.50 95.00 3.17 2.63 2.38 1.75 1.59
Barron 100.00 2.86 90.00 2.57 100.00 2.86 95.00 2.72 2.50 2.38 1.67 1.59
Bayfield 132.50 3.79 122.50 350 | 150.00 4.29 110.00 314 3.22 2.36 2.15 157
Brown 160.00 533 | 125.00 4.17 120.00 400 | 107.50 3.58 3.00 2.69 2.00 1.79
Buffalo 100.00 3.33 60.00 2.00 | 100.00 250 | 100.00 2.50 1.88 1.88 1.25 1.25
Burnett 125.00 4.17 100.00 3.33| 130.00 433 | 105.00 3.50 3.25 2.63 2.17 1.75
Calumet 126.00 4.20 95.00 3.17 125.00 3.57 117.50 3.36 3.13 2.94 2.08 1.96
Chippewa 123.00 351 115.00 3.29 112.50 321 112.50 321 241 241 161 161
Clark 125.00 313 | 125.00 3.13| 100.00 2.86 | 100.00 2.86 2.15 2.15 143 143
Columbia 127.40 364 | 115.00 3.29 125.00 313 | 125.00 3.13 2.68 2.68 1.79 1.79
Crawford 113.02 3.77 104.75 3.49 125.00 3.57 112.50 321 3.13 2.81 1.88 2.08
Dane 185.00 6.17 165.00 550 | 175.00 5.83| 182.00 6.07 4.37 4.55 2.92 3.04
Dodge 140.00 350 | 130.00 325| 125.00 3.57 112.50 321 2.68 241 1.79 161
Door 150.00 5.00| 106.00 353 | 138.00 460 | 125.00 4.17 3.45 3.13 2.30 2.09
Douglas 142.50 4.07 130.00 371 125.00 3.57 112.50 321 2.68 241 1.79 161
Dunn 105.00 3.00| 105.00 3.00| 117.50 294 | 105.00 2.63 221 1.97 1.47 1.32
Eau Claire 132.00 440 | 120.00 400 | 125.00 4.17 112.50 3.75 3.13 2.81 2.09 1.88
Florence 100.00 250 | 100.00 250 | 100.00 250 | 100.00 2.50 1.88 1.88 1.25 1.25
Fond du Lac 135.00 386 | 115.00 3.29 125.00 3.57 112.50 321 2.68 241 1.79 161




Licensed Group Licensed Group Licensed Family | Licensed Family Regularly Provisionally

Children Under 2 Children 2-12 Children Under 2 Children 2-12 Certified Hourly | Certified Hourly

Weekly Hourly [ Weekly Hourly | Weekly Hourly | Weekly  Hourly | Children Children| Children Children
County or Tribe Maximum Rate |Maximum Rate |Maximum Rate [Maximum Rate [ Under2 2-12 | Under2 2-12
Forest 112.50 375 11250 375 11250 375 11250 3.75 281 2.81 1.88 1.88
Grant 125.00 3.13| 120.00 3.00| 11250 2.81 100.00 2.50 211 1.88 141 1.25
Green 136.00 3.89 114.00 326 | 125.00 313 | 11250 2.81 2.35 211 157 141
Green Lake 116.00 331 104.00 2.97 110.00 314 98.00 2.80 2.35 2.10 157 1.40
lowa 110.00 3.67 95.00 3.17 110.00 3.14| 110.00 3.14 2.36 2.36 157 157
Iron 113.00 3.77 113.00 3.77 113.00 3.77 113.00 3.77 2.83 2.83 1.89 1.89
Jackson 135.00 3.38 85.00 2.13 92.50 2.31 87.50 2.19 231 2.19 154 1.46
Jefferson 132.00 3.30| 100.00 250 | 13250 331 125.00 313 2.48 2.35 1.66 157
Juneau 110.00 2.75 95.00 2.37 101.25 2.53 90.00 2.25 1.89 1.68 1.26 112
Kenosha 157.50 525| 125.00 4.17 150.00 5.00| 130.00 4.33 3.75 3.25 2.50 2.17
Kewaunee 120.00 4.00 95.00 3.17 100.00 3.33| 100.00 3.33 2.50 2.50 1.67 1.67
LaCrosse 135.00 450 | 105.00 350 | 120.00 343 | 101.25 2.89 2.57 2.17 1.72 144
Lafayette 125.00 3.13| 115.00 288 | 101.25 253 | 101.25 2.53 1.90 1.90 1.27 1.27
Langlade 175.00 438 | 137.50 344 11250 3.75| 11250 3.75 281 2.81 1.88 1.88
Lincoln 127.50 425| 107.50 358 | 125.00 3.57 107.50 3.07 2.68 2.30 1.79 154
Manitowoc 120.00 343 | 107.00 3.06| 125.00 3.57 125.00 3.57 2.68 2.68 1.79 1.79
Marathon 157.00 523 | 118.00 393 | 137.50 458 | 125.00 4.17 3.44 3.13 2.29 2.09
Marinette 98.00 3.27 86.25 2.88 | 125.00 3.57 100.00 2.86 2.68 2.15 1.79 143
Marquette 111.00 3.70 99.00 330 | 130.00 433 | 125.00 4.17 3.25 3.13 2.17 2.09
Menominee 110.00 3.67 93.00 320 | 110.00 3.67 93.00 3.20 2.75 2.40 1.84 1.60
Milwaukee 190.00 6.33| 164.00 5.47 165.00 550 | 150.00 5.00 3.09 2.81 2.06 1.88
Monroe 107.00 3.57 86.00 2.87 100.00 3.33 92.50 3.08 2.50 2.31 1.67 154
Oconto 110.00 3.67 98.00 3.27 110.00 3.67 100.00 3.33 2.75 2.50 1.84 1.67
Oneida 145.00 483 120.00 400 ( 130.00 4.33 90.00 3.00 3.25 2.25 2.17 1.50
Outagamie 160.00 5.33| 140.00 4.67 137.50 458 [ 125.00 417 3.44 3.13 2.29 2.09
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Licensed Group Licensed Group Licensed Family | Licensed Family Regularly Provisionally

Children Under 2 Children 2-12 Children Under 2 Children 2-12 Certified Hourly | Certified Hourly

Weekly Hourly [ Weekly Hourly | Weekly Hourly | Weekly  Hourly | Children Children| Children Children
County or Tribe Maximum Rate |Maximum Rate |Maximum Rate [Maximum Rate [ Under2 2-12 | Under2 2-12
Ozaukee 178.00 5.09 155.00 443 | 150.00 4.29 150.00 4.29 3.22 3.22 2.15 2.15
Pepin 120.00 343 97.50 2.79 135.00 3.86| 110.00 314 2.90 2.36 1.93 157
Pierce 130.00 433 | 120.00 400 | 115.00 3.83 | 110.00 3.67 2.87 2.75 192 1.84
Polk 105.00 350 | 100.00 333 | 112.00 320 | 100.00 2.86 2.40 2.15 1.60 143
Portage 125.00 3.57 115.00 3.29 134.00 3.83 | 130.00 371 3.35 3.25 2.23 2.17
Price 175.00 583 | 137.50 458 | 11250 375 11250 3.75 281 2.81 1.88 1.88
Racine 155.00 5.17 138.00 460 | 160.00 4.57 140.00 4.00 3.43 3.00 2.29 2.00
Richland 137.50 4.58 92.50 3.08 90.00 3.00 75.00 2.50 2.25 1.88 1.50 1.25
Rock 150.00 4.29 130.00 371 135.00 386 | 125.00 3.57 2.90 2.68 1.93 1.79
Rusk 105.00 350 | 100.00 3.33| 100.00 3.33| 100.00 3.33 2.50 2.50 1.67 1.67
St. Croix 140.00 4.00| 140.00 400 | 125.00 3.57 115.00 3.29 3.13 2.88 2.08 192
Sauk 150.00 3.75| 125.00 313 | 125.00 3.13| 115.00 2.88 2.35 2.16 157 144
Sawyer 95.00 3.17 80.00 2.67 90.00 3.00 90.00 3.00 2.25 2.25 1.50 1.50
Shawano 115.00 3.83 95.00 3.17 100.00 3.33 90.00 3.00 2.50 2.25 1.67 1.50
Sheboygan 137.75 394 | 119.00 340 | 13250 3.79 125.00 3.57 2.84 2.68 1.90 1.79
Taylor 137.50 458 | 11250 3.75| 120.00 400 | 11250 3.75 3.00 2.81 2.00 1.88
Trempealeau 110.00 3.14| 100.00 286 | 11250 321 100.00 2.86 241 2.15 161 143
Vernon 100.00 2.86 85.00 243 | 100.00 250 | 100.00 2.50 1.88 1.88 1.25 1.25
Vilas 130.00 433 | 100.00 3.33| 120.00 400 | 110.00 3.67 3.00 2.75 2.00 184
Walworth 150.00 375 | 127.50 3.19 130.00 325| 11250 2.82 244 2.12 1.63 141
Washburn 98.75 3.29 100.00 3.33| 100.00 3.33 90.00 3.00 2.50 2.25 1.67 1.50
Washington 159.00 454 ( 13250 3.79 140.00 400 125.00 3.57 3.00 2.68 2.00 1.79
Waukesha 181.00 6.03 | 155.00 5.17 157.50 450 ( 150.00 4.29 3.94 3.75 2.63 2.50
Waupaca 115.00 3.83 | 100.00 3.33 97.50 3.25 85.00 2.83 244 2.12 1.63 1.42
Waushara 105.00 350 | 102.50 342 110.00 3.67 100.00 3.33 2.75 2.50 1.84 1.67
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Licensed Group Licensed Group Licensed Family | Licensed Family Regularly Provisionally

Children Under 2 Children 2-12 Children Under 2 Children 2-12 Certified Hourly | Certified Hourly

Weekly Hourly [ Weekly Hourly | Weekly Hourly | Weekly  Hourly | Children Children| Children Children
County or Tribe Maximum Rate [Maximum Rate [Maximum Rate |[Maximum Rate | Under2 2-12 | Under2  2-12
Winnebago 159.00 5.30 136.00 4.53 135.00 4.50 125.00 4.17 3.38 313 2.25 2.09
Wood 105.00 3.50 95.00 3.17 125.00 4.17 105.00 3.50 3.13 2.63 2.09 1.75
Tribes
Bad River 137.50 4.58 112.50 3.75 105.00 3.50 95.00 3.17 2.63 2.38 1.75 1.59
Forest County Potawatomi n/‘a n‘a n/‘a n‘a n/‘a n‘a n/‘a n‘a n/‘a n‘a n/‘a n‘a
HoChunk n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Lac Courte Oreilles 95.00 3.17 80.00 2.67 90.00 3.00 90.00 3.00 2.25 2.25 1.50 1.50
Lac du Flambeau 130.00 4.33 100.00 3.33 120.00 4.00 110.00 3.67 3.00 2.75 2.00 1.84
Oneida 160.00 5.33 125.00 4.17 120.00 4.00 107.50 3.58 3.00 2.69 2.00 1.79
Red Cliff 137.50 4.58 125.00 4.17 150.00 5.00 112.00 3.73 3.75 2.80 2.50 1.87
St. Croix n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
Sokaogon 125.00 3.13 125.00 3.13 125.00 3.13 125.00 3.13 3.13 3.13 2.08 2.08
Stockbridge-Munsee 105.00 3.50 75.00 2.50 105.00 3.50 75.00 2.50 2.63 1.88 1.75 1.25
Statewide Average $12953 $ 400|$111.08 $ 343|$12037 $ 365|$1099 $ 333|$ 274 $ 251|$% 183 $ 168
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Appendix 3

Number of Children Served by County or Tribe

July 2000
Number of Percentage
County or Tribe Children Served of Total
Adams 75 0.21%
Ashland 166 0.46
Barron 227 0.63
Bayfield 49 0.14
Brown 1,161 3.20
Buffalo 43 0.12
Burnett 43 0.12
Calumet 100 0.28
Chippewa 313 0.86
Clark 48 0.13
Columbia 178 0.49
Crawford 69 0.19
Dane 2,464 6.80
Dodge 360 0.99
Door 156 0.43
Douglas 317 0.87
Dunn 125 0.34
Eau Claire 670 1.85
Florence 12 0.03
Fond du Lac 438 121
Forest 50 0.14
Grant 110 0.30
Green 121 0.33
Green Lake 75 0.21
lowa 68 0.19
Iron 28 0.08
Jackson 45 0.12
Jefferson 145 0.40
Juneau 102 0.28
Kenosha 1,158 3.19
Kewaunee 68 0.19
LaCrosse 711 1.96
Lafayette 40 0.11
Langlade 104 0.29

Lincoln 143 0.39



Number of Percentage

County or Tribe Children Served of Total
Manitowoc 158 0.44
Marathon 796 2.20
Marinette 112 0.31
Marquette 73 0.20
Menominee 87 0.24
Milwaukee 15,860 43.76
Monroe 187 0.52
Oconto 158 0.44
Oneida 144 0.40
Outagamie 653 1.80
Ozaukee 215 0.59
Pepin 31 0.08
Pierce 123 0.34
Polk 192 0.53
Portage 273 0.75
Price 138 0.38
Racine 1,357 3.74
Richland 93 0.26
Rock 974 2.69
Rusk 84 0.23
St. Croix 148 0.41
Sauk 186 0.51
Sawyer 231 0.64
Shawano 153 0.42
Sheboygan 285 0.79
Taylor 47 0.13
Trempealeau 149 0.41
Vernon 77 0.21
Vilas 49 0.14
Walworth 214 0.59
Washburn 72 0.20
Washington 360 0.99
Waukesha 848 2.34
Waupaca 134 0.37
Waushara 114 0.31
Winnebago 760 2.10
Wood 424 117
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County or Tribe

Red Cliff
Stockbridge-Munsee
Lac du Flambeau
Bad River

Sokaogon

Oneida Nation

Totd

Number of Percentage
Children Served of Total
75 0.21
- 0.00
56 0.15
50 0.14
27 0.07
98 0.27
36,247 100.00%
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Secretary Telephone: (608) 266-7552
Fax: (608) 266-1784
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e-mail: DWDSEC@dwd.state.wi.us

State of Wisconsin
Department of Workforce Development

December 21, 2000

Ms. Janice Mueller

State Auditor

Legislative Audit Bureau

22 E. Mifflin Street, Suite 500
Madison, Wl 53703

Dear Ms. Mueller:

Thank you for the opportunity to respond to the Legislative Audit Bureau’s evaluation of
Wisconsin Shares, the State’s child care subsidy program. The report provides useful
analysis of the growth in families’ use of the child care subsidy program as well as
accurate information about the subsidy program’s policies related to eligibility, payment
rates, parent copayments, and child care provider regulation.

The Department agrees with the key findings of the audit concerning the growth of
program usage, which reflect the program’s overall success:

monthly participation in the subsidy program has increased by 83.5 percent since 1997,
and

expenditures have increased by 67.1 percent since FY 1997-98.

We believe that the primary policy issue identified in the audit is how to address the
growth in child care subsidy program usage and cost. The report points out correctly
that if participation in the program continues to grow significantly, the Legislature will
either need to add additional funds to support it or face other difficult decisions to
contain the cost of the program within budget limits.

In anticipation of continued discussion of this important issue, | would like to provide
some additional information regarding Wisconsin Shares that will be relevant to the
continuing dialogue.

First, while the audit accurately portrays copay policies and community concerns about
parent copayment requirements, we believe that copayments should be viewed in the
context of the value of the benefit. On average, subsidized families pay $90.45 per
month (11 percent of the cost of child care), while the state pays $725.58 per month

(89 percent of the cost of care). Intoday’s market, child care is expensive. The subsidy
program provides a substantial benefit to Wisconsin’s low-income working families.
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Second, while the child care market saw a number of program closings during the time
period covered by the audit largely due to a tight labor market, we believe that overall
growth was partially due to the start-up and expansion grants administered by the
Department. The audit accurately reports that a total of 8,320 child care slots were
created statewide as a result of start-up or expansion grants administered Department
of Workforce Development (DWD). The report concludes that there was a net increase
of 6,186 regulated child care slots from 1997 through 1999.

Third, we believe the quality grants have increased the access to quality child care in
Wisconsin by helping child care programs to become accredited, child care staff to
attain higher educational standards, and quality sites to reduce staff turnover. The
Department is proud of these accomplishments, including:

An increase of 298 accredited programs, from 40 to 338. Of these 338 accredited
programs, 314 (92 percent) received quality improvement grants.

Over 7,000 program directors and teachers received high quality training, including
degrees in Early Childhood, Child Development Associate credentials, and Infant
Toddler and Administrative credentials.

Grantees showed a decrease in staff turnover of 7.1 percent from 1992 to 1998, at a
time of a very tight labor market.

Grantees showed an increase in wages of 19.3 percent over the period of their grants.

We acknowledge the audit finding that some programs have taken longer to meet the
high quality standards than expected, and that others were unable to meet the
standards. We believe that the goals of the program were set at a high level, and we
knew achieving the goals would be a challenge for many grantees.

Fourth, as a result of our program monitoring efforts, we had already identified the
concerns noted by the Legislative Audit Bureau regarding providers not meeting the
quality standards set forth in their grants. Our findings resulted in the development of
proposed changes to the program, which we submitted as part of the Department’s
2001-2003 biennial budget proposal. Given our already established record of
monitoring in this area, we support fully the recommendation included in the audit
regarding the development of management information, as it does not differ from our
past or current practices.

Finally, while the audit focused on a few programs to improve the quality and supply of
child care, several other departmental efforts were not mentioned in the audit report.

Child Care Resource and Referral: 17 Child Care Resource and Referral agencies
provide services to 72 counties and 11 tribal communities. These agencies help
communities to meet gaps in child care services, and provide child care referrals to over
23,000 families, with a particular emphasis on low-income families.
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The Early Childhood Excellence Initiative: This initiative funded 18 child care centers
around the state to create state-of-the-art learning centers for children from low-income
families. The centers are serving as a hub for training of child care workers, parent
education, and outreach about best practices for early learning.

The Child Care Scholarship and Bonus program: This program help child care staff
increase skills through credit-based coursework, and provides fiscal incentives to retain
qualified staff in the child care field. Since 1999, this program has provided over 600
scholarships to child care center staff and to family child care providers.

Child Care Information Center: This specialized clearinghouse library for multimedia
information provides child care information to over 5,000 child care customers annually.

Local Start-up/expansion and Improvement Grants: Under contract with the
Department, local Child Care Resource and Referral agencies complete local needs
assessment and award grants to increase supply and improve quality, in addition to the
W-2 supply building program mentioned in the audit.

Child Care Grants to Local Government: This initiative currently provides grants to
local and tribal government that provide local match to improve the quality and supply of
child care.

These as well as other initiatives, in combination with those highlighted in the audit
report, provide a solid program to improve the quality and supply of child care services
throughout the state.

We believe that our Department has shown leadership and effective management in
building a strong child care program to meet the needs of Wisconsin’s working families,
including their children. The Legislative Audit Bureau’s report provides useful
information to help policy makers plan for the future of this important service.

Again, thank you for the opportunity to respond to the evaluation.

Sincerely,

Jennifer Reinert
Secretary
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